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BELGIAN KEY ECONOMIC INDICATORS 


All values in U.S. $milliont/ ana 
are end-of-year unless otherwise indicated. 


- 1/ 
~” Change= 
Iteme/ 1976 1976/75 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 67,202 
GNP at Constant 1970 Prices 41,139 
Per Capita GNP at Current 

Prices (in $) 6,857 
Plant & Equipment Investment 

at Current Prices 7,041 
Indices: (1970=100)3/ 

Industrial Production 119 
Average Industrial Wage 2h0 
Labor Force (Thousands Workers) 4 ,1238/ 

Avg. Unemployment Rate 
(% Insured Workers) 5 9.8 9.3 


MONEY AND PRICES 
Money Supply (M1-10/31) 17,699 19 ,225 21,243 
Public Debt 23,670 27,427 : 31,313 
National Bank Discount Rate 
(% 12/31) 6. 7.0 7-8.0 
Indices: 
Wholesale Price (1970=100;12/31) 141. 149.4), 160.0 
Retail Sales (1971=100;12/31) 150. 117.64/ : 127.8 


BALANCE OF PAYMENTS/TRADE 


Gold & For. Exch. Reserves 4,855 3,974 4,054 
Balance of Payments +682 -88 -135 
Balance of Trade2/ -2,014 -2,556 -2,972 
Total Exports, FOB, of which: 28,735 32,766 : 38,648 
Exports to U.S. 1,171 1,163 ‘ 1,337 
Exports to Common Market 20,280 24,150 : 29,054 
Total Imports, CIF, of which: 30,747 35,323 ° 41,621 
Imports from U.S. 1,949 2,165 ; 2,662 
Imports from Common Market 20,674 23,852 ‘ 28,648 


Main Imports from U.S. (first 10 months 1976): Agricultural products - 31,981 

(of which grains - 18,461); machinery and equipment - 28,323; chemicals - 22,378; 
minerals - 20,095; transport equipment - 10,380; textiles - 9,777; metals - 7,898; 
plastic - 6,580. 


T/Domestic series (e.g., Income, Production, Money Supply, Debt) converted at constant 
1976 exchange rate US $1.00 = BF 38.60. External series (e.g., Balance of Payments/ 
Trade) converted at US $1.00 = BF 36.78 (1975), 38.60 (1976), 37.00 (1977 est.). Note 
that 1976/75 % Change column in the external series thus includes exchange rate 
ee 2/December spot or cumulative figure unless otherwise noted; 2 12-month 


average; — New price index introduced 6/76 with bgse 7/1/74-6/30/75. Convert to 
tee index using conversion factor of 1.37; Customs not payments figures; 
Embassy estimate. 





SUMMARY 


Observers of the Belgian economy are moderately optimistic about the 
general situation in 1977 but worried about certain sectors, such as 

steel, that are experiencing fundamental structural problems. The 

chief accomplishments of the Belgian economy in 1976 were to reduce 
inflation and to maintain the strength of the Belgian franc. The chief 
disappointment of the year was that the recovery from the 1975 recession 
lost steam midway through 1976 and unemployment remained disturbingly high. 


In 1977, the inflation rate and the franc's value are expected to be 
maintained; public consumption, private consumption, public investment, 
industrial production and real wages are all expected to rise modestly 
but continued serious unemployment is expected throughout 1977. With 
new elections scheduled for April 1977, no one knows what will become 
of the Tindemans Government's recently announced plan to encourage both 
private investment and exports. 


U.S. exports to the Belgian and Luxembourg Economic Union (BLEU) continued 
to rise at a more rapid rate than did U.S. imports from the BLEU. The 
outlook for sales of U.S. exports to Belgium is good in 1977, partly 
because American prices have continued to drop for Belgium, thanks to 
last year's 8% dollar depreciation against the Belgian franc and a 
somewhat lower rate of inflation in the U.S. than in Belgium. Particular 
opportunities exist in building and construction equipment, metalworking 
and finishing equipment, equipment for the chemical industry, laboratory 
instruments, food processing and packaging equipment, pollution control 
equipment, commercial and industrial security equipment, and some 
consumer goods. 


While Belgium still retains many distinct advantages for U.S. potential 
investors abroad, American investment in Belgium shows signs of con- 
tinuing decline in 1977 and disinvestment is increasing. Some of the 
reasons for this have to do with the economic situation in Europe, and 
others relate more particularly to rigidities in Belgian labor practices 
and a tendency for the total cost to the employer of labor in Belgium 
to be as high as, or higher than, in the U.S. Belgian firms, on the 
other hand, are likely to increase their level of direct investment in 
the United States, encouraged by the pace of American economic revival. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Production, Investment and Consumption 


From April to December 1976 the Belgian National Bank's survey of business 
expectations showed deterioration in almost all industrial branches. 
Production weakened, inventories rose and exports slackened late in the 
year. In January, however, the National Bank leading indicators rose 

for the first time in eight months. Moreover, for the whole of 1976, 
industrial production rose an average of 9.5%, only 1.2% below the 





average level of 1974, a good year. Hopes thus exist for stepped-up 
revival of the economy in 1977, although the pace will depend upon 
growth elsewhere in the industrialized world. The OECD forecasts for 
1977 that Belgian industrial production will grow by a modest 6.5%. 


The metalworking industry benefitted early in 1976 from a strong demand 
for new automobiles, but orders fell off somewhat in the second half of 
the year. The same was true for chemicals and textiles. Construction 
activity has risen steadily since last August. Public works had been 
the industry's chief prop in 1976 and should continue to support it in 
1977. Demand from the private sector for housing, especially single 
family dwellings, is strong. 


Private industrial investment continued low in 1976. Fixed asset 
investment by private industry may have declined in volume by 4% in 

1976 after a decline of 9% in 1975. In many cases, capacity utilization 
of around 70% has discouraged expansion. Current margins of unused 
capacity in certain sectors have improved, however, over 1976, possibly 
presaging up to 5% real growth in investment this year, assuming unit 
labor costs remain stable. In terms of sectors, investment should be 

up in 1977 in metal processing, building, chemicals and energy and 

down (again) in steel, non-ferrous metals and textiles. While the 1975- 
1976 investment decline is attributable to the recession, many Belgian 
industrial enterprises, particularly in steel and other basic traditional 
industries, had been falling behind for years in the level of their 
investments and resultant conversion to new technology and modes of 
production. This trend stimulated the Tindemans Government to propose 
various new fiscal encouragements to investment—-but action on these 

has been deferred pending formation of a new government after the 
upcoming April 17 elections. 


Public investment sustained Belgian economic activity in 1976 and will 
continue to do so in 1977; investment disbursement authority is up by 
20% this year. Public consumption, in which wages, salaries, fringe 
benefits and pensions account for more than 70% of the total, will 
probably rise 3% to 4%. Private consumption, by volume, increased 
slightly in 1976 compared to the previous year, chiefly due to a demand 
for consumer durables which had built up during the 1975 recession. 
Predictions are that private consumption in 1977 will grow at about 

the same rate as real wages, between 2 and 3%, with improved demand 
possible for consumer non-durables. Such a rise in domestic demand will 
not.be enough by itself to spark business revival, however. The major 
variable in this export-oriented economy is foreign demand, future levels 
of which appear highly uncertain in early 1977. 


In 1976 there was real GNP growth rate of about 2.9%. Forecasts for 
1977 range from 2.5% to 4% but average near 3%; i.e., about the same 
as last year and still below Belgium's 4.5% average for the period 
1960-1975. Hopes for at least a stable GNP growth performance in 
1977 assume a modest expansion of international trade this year, as 





predicted by OECD and GATT experts, and a rise in domestic private 
consumption of at least 3%. 


Inflation Trends and Unemployment 


In the period 1970-1975, Belgium's wage costs per unit rose 12.2% 

(cf. 10.3% in The Netherlands, 8.7% in Germany and 1.3% in the U.S.). 
Wage increases slowed down markedly, however, in 1976 as a result of 
various indirect governmental restraints. In addition, import prices 
fell somewhat due to de facto appreciation of the Belgian franc during 
the year vis-a-vis the dollar and some other major currencies. As a 
consequence of official efforts to discourage exchange market 
speculation, money supply growth shrank to 8.6% by late December; i.e., 
well below GNP growth in current terms. These developments plus general 
easing in world prices have brought the Belgian inflation rate from 11% 
for 1975 (15.7% for 1974) to 7.6% in 1976. This was the best performance 
in the EC except for West Germany. (Belgium's inflation rate is still 
twice that of Germany, however. ) 


Wage settlements should continue modest (perhaps +3-4% in real terms), 
and world food and other commodity prices, upon which resource-poor 
Belgium depends, are relatively stable, with some notable exceptions-- 
copper, tin and lead. The impact of the 5% to 10% increase in petroleum 
costs should be very slight on consumer prices in Belgium, thanks to 

the 8% appreciation of the Belgian franc against the U.S. dollar during 
1976. An inflationary impact will, however, be felt as a result of 
higher value-added taxes being implemented this spring on a variety of 
consumer goods and services. These will push wages up this summer 
(through Belgium's wage-indexation system), adding several points to the 
Belgian inflation rate over the next 12-24 months. The continuing budget 
deficit will also exert inflationary pressures on the general economy. 
Thus, the current inflation outlook for 1977 is for roughly the same 
level of price rises as in 1976; i.e., 7.5 to 8.5%. 


The number of fully unemployed workers rose to some 266,000 by mid-January 
1977, representing 10% of workers registered with the unemployment 
insurance authorities, or 6.6% of the total work force. Women, who 
constitute at most one-third of the active population, make up nearly 

60% of the unemployed. Twenty-six percent of the jobless as of January 
1977 were under age 25. The unemployment situation appears to be 
worsening faster in Brussels and Wallonia than in Flanders but it is 
causing concern everywhere. 


The need for more public spending for unemployment compensation triggered 
a@ revision proposal in the 1977 budget, which may have led indirectly to 
the call for new elections in the spring of 1977 when the ruling coalition 
broke apart. The Tindemans Government's revised budget proposal includes 
acceleration of public works spending to create 70,000 new jobs in the 
first half of the year. Nevertheless, the disappointing pace of the 





economy late last year and in early 1977 will mean higher budget payments 
for unemployment benefits and associated social programs. Unemployment 
may touch 275,000 or more workers in 1977; the causes are numerous and, 

in part, structural: slow economic revival; bankruptcies; mergers in 
labor-intensive industries such as textiles, steel and non-ferrous 

metals; investment in labor-saving equipment; and an oversupply of school- 
leavers whose education does not fit them for the jobs available in the 
private sector. 


Public Finance 


Government concern over the rising budget deficit led to a proposed revision 
of the 1977 budget at the beginning of the year by the Tindemans Government. 
Called the "Egmont plan" after the palace where the details were worked 

out, this proposed budget revision has been designed to keep the deficit 
within bounds while meeting increased current expenses, such as unemploy- 
ment compensation. This is to be accomplished primarily through an 

increase in value-added taxes (VAT). 


Public expenditure and social security as part of GNP have risen from 
34% of GNP in 1960 to 50% in 1976. Revenues and tax receipts have not 
kept pace. The result has been to keep up one of the highest per capita 
public debts in the world (although virtually all internal). The latest 
official revisions of the 1977 budget, posited on a real GNP growth rate 
of 3.4%, call for a current operations deficit of $780 million but 
experienced observers doubt that the deficit can be contained within 
this figure. 


External Situation 


The Belgian Government gave priority to defending the Belgian franc 
externally last year, and this required tight squeezing of liqudity 
out of the domestic money market, with very high discount rates. The 
situation improved, however, after the realignment of the joint European 
currency "snake" in mid-October 1976. By February 1977, the Belgian 
National Bank had reduced its central discount rate by two full points 
to 7%. The Bank's action reflected the franc's continued strength on 
money markets and may lead in coming months to further softening of 
commercial short-term interest rates. The possibility of renewed 
speculative pressures on the BF cannot be excluded, however, as long 
as the Belgian inflation rate remains above that of West Germany, the 
key country in the "snake" grouping. 


Balance of Payments 


Balance of payments for the Belgium and Luxembourg Economic Union (BLEU) 
registered a deficit of $88 million in 1976 (Belgian National Bank 
provisional figure) or a deficit of $303 million on current account. 
Although technically the first balance-of-payments deficit that the BLEU 





has sustained since 1968, last year's performance essentially represents 
a second year of balance-of=payments equilibrium. There are some 
structural elements in the BLEU economies which threaten longer-term 
weakening of the Union's external position. Chief among these is a 
gradual deterioration of the terms of trade under the combined impact 

of higher prices for imported oil and reduced demand and prices for BLEU 
steel on international markets. 


Balance of payments forecasts for 1977 at present do not point to any 
dramatic change this year; the OECD predicts another deficit on current 
account but one roughly comparable with that of 1976. Export growth is 
expected to continue but at a slower pace than last year. With restocking 
for this part of the business cycle largely completed in 1976, import 
growth should also slow, however. At the same time, continued National 
Bank protection of the franc, if the Bank were to find it necessary, could 
mean higher BF interest rates compared to other "strong" currencies, which, 
in turn, could favor short-term capital movements into Belgium while 
discouraging Belgian investments in foreign securities. New direct 

foreign investment in Belgium, however, is expected to continue to fall 

as it has done for the past two years while foreign business awaits clearer 
signs of sustained economic recovery in Europe. 


Implications for the United States 


Belgium is a highly developed industrialized country with a greater impact 
on world trade than its physical size and population might suggest. It 
has long been an influence within the European Community and the OECD 
countries for a liberal world trading order, an improved system of 
international payments and practical steps to aid the economies of the 
developing countries. Its progress in regaining a durable growth path 
internally without inflation will thus have important implications for 
the future of general U.S.-Western Europe economic relations. 


Belgium (i.e., the BLEU) saw its trade deficit with the U.S. nearly double 
between 1974 and 1975; the deficit rose steeply again in 1976 to more 
than $1 billion. U.S. exports to the BLEU rose from $1.9 billion in 

1975 to $2.1 billion in 1976, while at the same time the U.S. bought 

only $46.6 million more of BLEU goods than the previous year, for a total 
of $1.2 billion in 1976. Whereas Belgium has, for six years now, bought 

a steady 6% of its foreign purchases, by value, from the U.S., its exports 
to the United States have fallen during that period from 6.7% to 3.6% 

of BLEU's total foreign sales. On the basis of data from the first ten 
months of 1976, only diamonds seemed to show a substantial rise in cash 
value of shipments from Belgium to the U.S. while the value of BLEU 
exports of steel and other base metals, textiles and machinery and 
equipment hardly changed. U.S. exports to the BLEU of cereals and grains, 
minerals, chemicals, and plastic did exceptionally well during the first 
ten months of 1976 as compared to the same period in 1975. American exports 
to Belgium are largely raw materials and semi-finished goods destined for 
finishing in Belgian plants prior to shipment onward within Europe. 





Assuming the Belgian economy experiences the modest growth expected in 
1977 and assuming that exchange rates remain close to the present BF 37 
equals $1, U.S. exporters should find attractive sales opportunities in 

a number of areas. BLEU agricultural imports from the U.S. are expected 
to rise considerably in 1977, with major gains in foodgrain and soybean 
sales. This is in part due to last summer's drought in Belgium. Imports 
of U.S. wheat are likely to taper off as domestic supplies become available. 
As the Government pursues its proposed public spending plans, prospects 
should be bright for additional U.S. exports of building products and 
construction and road-building equipment. The strong demand for single- 
family housing should enhance this tendency. Selected U.S. metalworking 
and finishing equipment, equipment for the chemical industry and lab 
instruments for the energy industries should also find a market in the 
private sector. 


Proposed new indirect taxes are likely to affectthe entire restaurant 
industry, enhancing the attractiveness of U.S. labor-saving equipment 

in the food processing and packaging field. High labor costs are also 
adding to the attractiveness of U.S.-made business equipment and systems 
and automatic process control instrumentation. Consumer purchases are 
expected to rise in 1977, with U.S. linens, big lawnmowers, quality hand 
tools, and leisurewear especially attractive to Belgians. 


An increase in public concern over burglary and theft in the past year 
may presage the beginnings of a new export market for U.S. commercial 
and industrial security equipment. The recent establishment by the 
Government of norms of used water purity should lead to an increase in 
purchases of certain types of pollution control equipment. In every 
field a desire to catch up with the latest technology has become manifest 
in Belgium, making Belgian firms anxious to acquire the newest U.S. 
technological developments by import or by license. More detailed 
reports on "best prospects" in the Belgian market for U.S. exports are 
available from the U.S. Department of Commerce. 


In terms of U.S. investment abroad, Belgium remains a country with 
substantial advantages, including a favored location vis-a-vis the 
important European market, excellent infrastructure and transport 
facilities--Brussels has just opened a new container terminal--as well 

as a productive labor force. The country's government and population 
continue to value foreign investment; outside of certain professions, 
there is virtually no special restriction imposed on foreign-owned 
business activity. The summer of 1976 saw some important U.S. direct 
investment in food processing and chemicals in Belgium. Nevertheless, 
the drop of new U.S. investment noted in 1975 and 1976 is likely to be 
repeated in 1977. Some new investment projects by U.S. firms are underway, 
notably in machine tools and paper pulp. On the other hand, a number of 
important U.S. firms in construction, paper mills and business machines 
are withdrawing from Belgium. Part of this disinvestment may be due to 
the effects of the recession worldwide and general economic uncertainties 
in Europe, but some problems are specifically Belgian: high costs, 





particularly for labor; some labor disputes (including some plant 
occupations) involving multinational investors; restrictions on 
management's freedom to reduce its work force; relatively high 
business taxes arising from inflation and the Government's budget 
difficulties. 


The attractiveness to Belgians of investing in the U.S. is growing. 
Belgium's largest holding company, the Societe Generale de Belgique, 
recently stated publicly that the U.S. is the only place where Belgian 
industrial investors can expect to make a profit. BLEU direct invest- 
ment in the U.S. had risen from $273 million in 1968 to $692 million in 
1975. Some experts now predict a billion dollars of BLEU fixed 
investment in the U.S. by the end of 1977. About 15 large Belgian 
firms have industrial plants in the U.S. already. The rising trend 

in investment in the U.S. is being encouraged by the activities of the 
14 American State Development Offices now represented in Brussels and 
the 10 located elsewhere in Europe. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


market 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


i ‘ trade patterns 
fd 

~~ industry trends 
F distribution channels 
_ transportation facilities 


trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 


TAKE yay Take a look at the country’s 
Foreign trade 
} OUR @) = Foreign investment 
Finances 
POTENTIAL Eon 
Basic economic facilities 
Natural resources 
Population 
Wd | aa SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 
trading countries. 
VIEW other special reports such as: 
Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 
A Business Guide to European Common Market 
A Guide to End Users and Research Organizations 
in Hungary 


© Quarterly statistics reports on U.S. foreign trade 
START your tour now for only $36.50 a year by mailing 
the coupon below. 


(Single copies are available for 50¢ each from the Publication Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 


SUBSCRIPTION ORDER FORM 
ENTER MY SUBSCRIPTION TO OVERSEAS No additional postage is required for 


BUSINESS REPORTS at $36.50 a year. 
Add $9.15 for foreign mailing. 
Send Subscription to: 
NAME—FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 
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STATE 
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